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HIGHLIGHTS OF BUSINESS IN APRIL 


Further readjustments appeared to be taking place as 
April drew to a close. Price weakness has continued. In 
the latter part of the month farm prices and foods lost 
early gains; and prices of metals and other industrial raw 
materials declined 2 to 3 percent on the average, with 
individual commodities falling much more. 

Over-all industrial production declined slightly in 
March for the fourth consecutive month. The Federal 
Reserve Board projected further decline in April on the 
basis of reduced production of steel, petroleum, rayon, 
and paper board. The automobile industry was a notable 
exception to the downward trend; nearly 129,000 motor 
vehicles weekly were produced during April, as compared 
with a weekly output of 113,000 vehicles during March. 
Accompanying the lowered rate of production was a small 
decline in nonfarm employment and in unemployment. A 
stabilizing factor was the rise in merchandise exports in 
March to $1.15 billion, a fifteen-month high except for 
December, when the maritime strike ended. 


Prices Continue Downward 

The Bureau of Labor Statistics index of wholesale 
prices declined by 1.3 percent during April to 155.2 at the 
end of the month. Although the index has now been de- 


» clining for nine consecutive weeks, the decrease has been 


extremely gradual. The present price level is 8.4 percent 
below the peak of 169.5 last August, and 4.2 percent below 
the comparable week of last year. 

Metals and metal products led the decline in April, 
falling over 3 percent during the month. However, indi- 
vidual commodities, such as copper and zinc, have declined 
as much as 25 percent. 

A strong contributory factor to the weakening of 
prices is the policy of keeping inventories down to a 
bare minimum. Wherever possible, depleted inventories 
are not being replenished. Retail inventories at the end 
of February, the most recent date for which such figures 
are available, were at the same level as at the end of the 
year, $13.9 billion. In March, manufacturing inventories 
fell for the first time since Décember, 1945, sliding $300 
million to $31.7 billion. Since present inventories are, if 
anything, unduly low in relation to sales, replenishment of 
stocks, once it comes, should act as a strong support of 
the price level in the next few months. (See chart, p. 6.) 


Department Store Sales Lag 


April marks the first month this year that department 
store sales, without seasonal adjustment, exceeded sales 
for the corresponding month of the previous year. Never- 
theless, at an estimated 297, the seasonally-unadjusted 
department store sales index for April is below the season- 
ally-adjusted index of 306 for April, 1948, and will be still 
lower once allowance is made for the fact that Easter 
came on April 17 this year, three weeks later than last 
year. This does not necessarily indicate a decline in ad- 
justed sales, however; for even though sales were fully 
maintained this year, they would appear to be falling in 
the year-to-year comparison, because sales last year rose 
8 percent from March to April. Though sales appear to 
have lagged somewhat, the prospects for the near future 
are improved by the liberalization of consumer credit 
regulations. 


Little Change in Employment and Unemployment 
Both unemployment and total employment remained 
relatively stable in April. At just 3 million, unemploy- 
ment is 150,000 below the March figure. This decline was 
less than the expected seasonal as nonfarm employment 
declined 250,000 and farm increased only 400,000. 

The civilian labor force now contains about 61 million 
people. Fifty million are engaged in nonfarm pursuits, 8 
million are employed on farms, and 3 million are unem- 
ployed. Compared with last April, the civilian labor force 
has increased by 300,000, and a 900,000 decline in non- 
farm employment was only partly offset by a 400,000 
increase in farm employment, with the result that unem- 
ployment has risen by 800,000. 


Government Policies Bolster Business 


The government apparently wants to take no chances 
of allowing a downswing to gain momentum, as evidenced 
by the recent action of the Federal Reserve Board in 
liberalizing consumer credit controls, the second time in 
a month, and lowering member bank reserve requirements. 

Business activity will gain additional support if the 
government’s request to implement the Atlantic Pact with 
$1.1 billion in armaments to other treaty members is 
approved by Congress. Of this, approximately $800 million 
would be spent in fiscal 1950 for new arms production. 


Special feature: EASING OF THE MONEY MARKET - 


By R. M. Nolen ° Page 8 


| 
4/ 
+7 
¥ 
4 
‘al 


ILLINOIS BUSINESS REVIEW 


Published monthly by the 
BUREAU OF ECONOMIC AND BUSINESS RESEARCH 
UNIVERSITY OF ILLINOIS 


The material appearing in the Jilinois Business Review is derived from 
various primary sources and compiled by the Bureau of Economic and 
Business Research. Its chief purpose is to provide businessmen of the 
State and other current information on business 
conditions. The Review will be sent free on request. 

Entered as second-class matter February 5, 1944, at the post office 
at Urbana, Illinois, under the Act of August 24, 1912. 


V Lewis Bassiz R. Stice 
Director Editor of Publications 


Rosert Ferser, Research Assistant Professor 


Research Assistants 
Rutu A. ANNE N. GHER 
Joun H. Brien Ricwarp S. 


Outlook by Analogy 


Analogies with past recessions are perhaps more re- 
sponsible for postwar pessimism about the business out- 
look than any real development or formal analysis. 

Yet, one of the fundamental propositions of logic is 
that an analogy can at best establish only a probable 
inference. Even that is valid only to the extent that there 
has been a fair sampling of similar situations, and an 
essential identity of relations and conditions exists. 

In this complex, dynamic world of ours, economic 
conditions are never the same. The mere fact that we are 
at a certain point in time from some event, such as the 
war’s end or the downturn in an index of prices, does not 
establish the kind of sameness needed to give validity to 
an analogy about the extent of the present “recession.” 


Earlier Postwar Periods 


Earlier postwar periods provide the most obvious 
source of hypotheses about this one. In every previous 
war, the price level has made tremendous advances; and 
after every war it has again fallen back. It is regrettable 
that we lack information to bring out the differences in 
all these postwar situations. Yet, there can be no question 
that there have been differences. Has war ever before 
been followed by the present kind of “cold war”? Were 
the incomes of the whole population ever before inflated 
during a war period to a degree corresponding to the 
general level of prices? 

The earlier postwar situation most frequently recalled 
is the boom and bust following World War I. In 1919 and 
1920, the scramble for supplies led to unrestrained bid- 
ding in the hope of a speculative profit on quick turn- 
over, whether or not the goods were needed in direct 
business operations. This speculative buying was sup- 
ported in turn by loans used to finance purchases. After 
the decline set in, the liquidation was just as unreasoning 
as the accumulation had been; and the calling in of loans 
forced liquidation that might otherwise have been averted. 

The situation today is quite different from that of 1920. 
This boom is not particularly based on speculation. There 
has been no inordinate piling-up of inventories, no pyra- 
miding of insecure loans and credit. We have already been 
through a series of readjustments putting particular indus- 
tries on a competitive basis, and this process is being 
extended. Caution up to this point makes possible its 
completion without the same kind of sharp, general re- 


cession. In fact, the analogy with 1920 seems much legs 
applicable to the present than that with 1923, which og 
after a moderate recession in mid-1924. 


Peacetime Recessions Also Differ 

Some who concede that this postwar situation is differ. 
ent fall back on the more general proposition that “g 
recession is a recession.” In their view, “the forces of 
decline cumulate, and the recession has to run its course, 
What was true in 1929 and 1937 is true today.” 

Analysis, however, reveals little resemblance between 
these situations. In 1929, we ended a six-year period of 
prosperity supported by record investment and durable. 
gocds expenditures. At the time of the stock market break, 
residential construction contracts had been falling sharply 
for almost two years. Other construction and expenditures 
for durable goods had held up fairly well, supported by 
easy money from the stock market, but the markets for all 
these critical products had been effectively saturated, 
After the turn, accumulated surpluses made unnecessary 
even the demand for normal replacement. Inventories 
also became excessive and paced the general recession 
in a “vicious spiral” of liquidation. Changes in govern- 
ment programs were wholly inadequate to compensate all 
these important declines. 

Today construction is still in the early stages of the 
boom, so that any setback in this field is likely to be quite 
moderate. Expenditures for producers’ durable goods have 
reached a record peak and seem to be easing off some- 
what, but the declines in all forms of basic investment 
will probably be more than offset by enlarged govern- 
ment expenditures. Only inventory liquidation represents 
a significant uncompensated factor on the downside and 
that factor cannot by itself sustain a recession for very 
long. 

At first glance, the 1937 recession looks more like the 
situation today. When activity broke in the summer of 
1937, it was inventory liquidation that led the way. What 
this does not take into account, however, is the earlier, 
unfavorable shift of government programs. The boom of 
1936 was largely based on those programs. The WPA 
work relief program had both directly and indirectly 
boosted employment and sales. The veterans’ bonus, 
though distinctly a temporary factor, had given consump- 
tion an extra lift, especially in durable goods. Then in 
1937, the Social Security payroll taxes went into effect, 
and the WPA program was sharply cut back, largely 
eliminating the net government contribution. Accumula- 
tion of inventories, starting in the boom phase and reach- 
ing a peak at the beginning of 1937, supported the 
economy through the spring and early summer but could 
not hold the level indefinitely. The sudden reversal of 
inventory policy, supported by sharp declines in durable- 
goods purchases by both consumers and business, made 
the decline exceptionally drastic. Thus, although inventory 
liquidation played a large immediate role in the decline, 
the stage had been set by earlier changes in important 
government programs. Today government programs are 
also important, but on the upside, continuing a definite 
upward trend, with no reversal in sight. 


Analogies Are Not Causes 


In short, none of the analogies in the past record is 
sufficiently close to present conditions to justify the con- 
clusion that we are now heading into a serious decline. 

Certain similarities are bound to appear in each busi- 


(Continued on page 9) 
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THE SPORTING GOODS INDUSTRY 


According to the 1947 Census of Manufactures, Illinois 
stands third in the nation in value of sporting goods and 
athletic equipment produced. Illinois production of sport- 
ing equipment in 1947 was worth $24 million and repre- 
sented 12 percent of the total national value. The industry 
furnished employment for over 2,500 Illinois workers, who 
earned $7 million during the year. Today Illinois has al- 
most twice as many manufacturers of sporting equipment 
as in 1939, and the value of sporting goods produced 
annually in this state has more than doubled. 


The Industry in Illinois 


Illinois manufactures almost every kind of equipment 
in the sporting goods field. Of the 100 or more firms pro- 
ducing sporting equipment and related products, about 80 
are in the northern part of the State, the majority in the 
Chicago area. More than one-third of the firms are en- 
gaged in the manufacture of either fishing tackle or golf 
equipment. 

Many of the Illinois manufacturers are outstanding in 
their fields. One of the nation’s leading manufacturers of 
sporting equipment, the Wilson Sporting Goods Company, 
was founded in Chicago in 1914 and has its general offices 
and main factory there. The company is well known for 
both its promotion of women’s sports activities and its 
advisory staff of famous athletes. 

Champaign-Urbana is the home of the two leading 
bleacher manufacturers in the country. The two firms are 
the only manufacturers in the nation making a complete 
line of wooden and steel-braced bleachers, and together 
wey produce about 80 percent of the national yearly 
seating capacity of portable wooden bleachers. 

Another Twin-City sporting equipment manufacturer 
has the only plant in the country that produces a com- 
plete line of track and field equipment and makes over 75 
percent of the nation’s total production of this equipment. 
Other Illinois firms outstanding in the production of 
sporting equipment include one of the largest producers 
of gymnasium equipment in the country, located in 
Ottawa. The manufacturers of the two leading lines of 
sports footwear in the nation have their plants in Chicago. 


The Importance of Sports 


National interest in sports appears to be higher now 
than ever before. Admissions to spectator sports in 1947 
totaled $269 million. College football’s $88 million gate 
receipts were the largest, $20 million more than those of 
professional baseball, its nearest rival. Baseball, however, 
still retains its place as the national game. In 1948 over 2 
million people attended big league games in Chicago 
alone, and there are countless amateur and semi-pro base- 
ball and softball leagues throughout the country. 

It is estimated that annual expenditures on all forms 
of sport in the United States are over $4 billion, more 
than was spent in 1947 on movies, the theater, and opera 
combined. The nation’s 12 million fishermen usually lead 


in sports spending, with hunters a close second. The 
combined national consumer expenditures for hunting and 
fishing total almost $2 billion. During the past season, 
Illinois sold over a million hunting and fishing licenses. 
National shipments of fishing tackle in 1947 were valued 
at $58 million, more than any other class of sporting 
equipment and over a fourth of the $210 million worth of 
sporting goods shipped in the nation during that year. 

Motor boat owners, golfers, and bowlers are third, 
fourth, and fifth in sports spending. It has been estimated 
that over 4 million people in the United States play golf. 
There are about 5,000 golf courses in the nation, with 
300 in Illinois alone, a number exceeded only in New 
York. Bowling, however, is the leading contestant sport 
in the nation, and over 16 million bowlers use the 78,000 
bowling alleys in the United States. 

The commercial significance of sports goes far beyond 
direct consumer expenditures on sports activities. For ex- 
ample, the sale of sportswear has a definite effect on the 
clothing and textile industries; retailing of sporting goods 
provides marketing opportunities for a variety of stores 
from sporting goods specialty shops to drug and depart- 
ment stores; and the transportation necessary to carry 
sportsmen to and from recreation areas is tremendous. 


Rising Popularity of Sports 

The nation’s present intense interest in sporting activi- 
ties makes it difficult to remember that the country was 
first settled by people who had little time for play 
and who, in many cases, actually disapproved of sports and 
passed laws prohibiting them. Their attitude persisted, and 
before the late 1860’s America had virtually no organized 
sports. A campaign was started shortly before the Civil 
War to break down the national prejudice against sports 
as idle diversions, and to encourage active participation 
in organized games. Such national leaders as Oliver 
Wendell Holmes and Edward Everett exponded the basic 
need of the people for outdoor exercise and recreation, 
while Ralph Waldo Emerson wrote disparagingly of the 
“invalid habits of this country.” 

Gradually the nation turned to greater physical activ-— 
ity and by the turn of the century Americans were 
enthusiastically participating in what amounted to almost 
a craze for athletic activity. “Blue” laws were undermined 
and baseball became a factor in the agitation for a 514 
day work week. Such sports greats as Jack Dempsey, 
Babe Ruth, and Red Grange became national heroes. 

Our present national enthusiasm for sports was given 
impetus by wartime emphasis on physical training and 
has resulted in more physical education in the public 
schools, increasing professionalism, more women partici- 
pating in sports, and a significant increase in industrial 
recreational activities. The upward trend in national in- 
come and the shortening of the work week through higher 
productivity are both encouraging factors for the increas- 
ing popularity of sports in American life. 


KNOW YOUR STATE 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS UNITED STATES MONTHLY INDEXES i 
. Percentage Changes February, 1949, to March, 1949 Percentage 
= = +20. March Change from for 
COAL] PRODUCTION 1949 Feb. Mar, the 
1949 | 1948 M: 
Annual rate fil 
ELECTRIC OWER PRODUCTION in billion $ prc 
Personal income! ............. 214.3 an 
Manufacturing! fer 
EMPLOYMENT — MANUFACTURING’ 17.7 + 9.2) —22 sho 
31.7> — 1.2} +89 
New construction activity* 
Private residential.......... 4.8 + 6.7] —15.8 a! 
CONSTRUCTION] CONTRACTS AWA Private nonresidential....... 5.6 + 1.7) +13 Au 
Public nonresidential... ..... 3.7 +23.6 | +39.8 uni 
Merchandise exports........ 13.8 +11.9| +12 cus 
MEPARTMENT STORE SALES Merchandise imports....... 7.6 +11.3 | — 5.6 mai 
Excess of exports........... 6.2 +12.8 | +11.0 to | 
Consumer credit outstanding* 
x00 15.4» + 0.3 | +114 | 
BANK DEBITS Installment credit.......... 8.4> | + 1.3] +23.8 att 
Business 15.0> |—1.7| 438 low 
us. Cash farm income?............ 23.3 +10.0 | + 2.7 rep 
FARM PRICES | 
(1935-39 thai 
Industrial production? = 100) 
Combined index............ 181* — 2.2) — 3.7 pou 
Durable manufactures....... 2225 0.9) — 2.6 time 
Nondurable manufactures... . 164* — — 5.2 
Manufacturing employment‘ a pr 
Percentage Production workers......... 154 — 1.8] — 5.9 duct 
Mar., 1949 Change from Factory worker earnings‘ inve 
Item (1935-39 Average hours worked....... 104 —- 1.3) — 37 194§ 
= 100) Feb. | Mar. Average hourly earnings... . . 229 0.4) +64 
1949 1948 Average weekly earnings..... 238 — 16/+2.5 ota. 
Construct. contracts awarded‘. . 316 +31.5 | + 8.4 
262.7 + 6.5 | + 6.6 Department store sales*....... — — 4.6 Pric 
Coal 91.8 —33.7 | —19.6 Consumers’ price index‘. ...... 70 + 0.3 | + 1.6 
Employment — manufacturing®..| 120.2 — 2.2} — 8.1 Wholesale prices‘ \ 
Payrolls — manufacturing’... ... 277.5 — 3.5} — §.1 All commodities............ 197 + 0.2}; —19 
Dept. store sales in Chicago‘. . 212.5 0.3 | — 6.0 Farm products............. 225 - + 1.8) — 7.9 
Consumer prices in Chicago’. . 174.5 + + 3.2 206 + 0.9} — 6.3 perc 
Construction contracts awarded® 292.4 +52.5 | —26.6 186 — 0.7) + 2.1 were 
326.4 +35.3 | — 0.3 Farm prices* Farr 
Porm 229.7 + 3.2| —16.9 Received by farmers. ....... 244 + 1.2 7.8 19 
Life insurance sales (ordinary)*..| 197.8 +16.5 | + 2.1 Paid by farmers............ 197 + 0.4 0.8 I 
Petroleum production™......... 238.9 + 8.7| — 0.5 106° + 1.0 7.0 
1 Fed. Power Comm.; of Mines; *Ill. Dept. of tober; * Seasonally adjusted. > As of end ef month. ¢ Based on official in- rT 
Roding of Agricuiture Bureau’ of Labor Statistics; W. Dodge Corp 
UNITED STATES WEEKLY BUSINESS STATISTICS ° 
1949 1948 
Item 
Apr. 23 Apr. 16 Apr. 9 Apr. 2 Mar. 26 | Apr. 24 : 
Production: 
thous. of short tons..| 1,893 1,908 1,880 1,932 403 1,952 
Electric power by utilities........... mil. of kw-hr........ 5,326 5,343 5,360 5,378 5,404 5,027 
Motor vehicles (Wards)............. number in thous. . 134.7 126.5 126.2 113.8 116.2 101.7 P 
thous. bbl........... 4,916 4,912 4,916 §,072 5,130 5,415 
1935-39 =100....... 203.2 204.9 204.0 206.1 208.8 161.5 
Freight carloadings................... thous. of cars....... 769 766 758 726 596 852 
Department store sales................ 1935-39 =100....... 267 314 320 301 277 296 
Commodity prices, wholesale: 
All commodities... ..............0. 1926=100.......... 156.9 157.6 158.0 158.1 158.2 164.8 
Other than farm products and foods. .1926=100.......... 148.4 149.4 149.7 150.7 150.8 149.2 
August, 1939 =100... 244.1 245.4 248.9 254.2 259.4 321.5 4 
inance: 
Mo me, of Gel 14,300 14,543 14,627 14,904 14,962 14,205 0 [ 
Failures, commercial................ . 198 184 216 166 
Sour: 


Source: Survey of Current Business, Weekly Supplements. 
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RECENT ECONOMIC CHANGES 


industrial Production Somewhat Lower 


The Federal Reserve index of industrial output fell 
for the fourth month in March, reaching 184 percent of 
the 1935-39 average, 2.6 percent below February. The 
March decline was due chiefly to sizable drops in three 
fields — machinery, textiles and products, and paper and 
products — with smaller declines occurring in chemicals 
and rubber products. Indexes for iron and steel, non- 
ferrous metals and products, and food manufactures 
showed small increases. 

Even though preliminary FRB data for April indicate 
a further decline, there are partly offsetting increases. 
Automotive production rose during April to over 125,000 
units a week, bituminous coal production returned to its 
customary level of more than 11,000,000 tons weekly, and 
machine tool orders were up 15 percent from February 
to March. 

Steel production, carried on during the first quarter 
at more than rated capacity, was scheduled at somewhat 
lower rates during April, partly to allow for postponed 
repairs, but remained at 97.5 percent of rated capacity 
or higher during the month. Production averaged more 
than 1,815,000 net tons of ingots and castings per week. 

At the end of March, 90,000,000 tons of steel had been 
poured in the preceding 12-month period for the first 
time; a record 24,000,000 tons were produced in the first 
quarter; and production for the month of March reached 
a peak of 8,389,000 tons. The chart shows monthly pro- 
duction since the beginning of 1947. In addition to new 
investments of $583 million in plant and equipment in 
1948, the industry plans to make capital expenditures 
totaling $627 million this year. 


Prices Again Weakening 


Wholesale prices, as measured weekly by the BLS, 
were down 1.8 percent during April, declining from 158.0 
percent of the 1926 average to 155.2 percent. Declines 
were registered in all major groups except hides and skins. 
Farm products, foods, and all other commodities declined 
1.9 percent, 1.8 percent, and 1.7 percent, respectively. 
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Scarcely any change occurred in farm prices from 
mid-March to mid-April, with prices received declining 
only one-tenth of a percent and prices paid showing no 
change. The parity ratio remained at 106. 

The Bureau of Agricultural Economics, reporting on 
the current farm situation, states that market values of 
farms have dropped for the first time since 1939, with the 
index of land values on March 1 down 1 percent from last 
November. One of the most important causes of this 
small decline has been the fall in farm prices in the last 
few months. Another aspect is a slackening in demand 
for farms, and BAE states that prospects are for further 
declines. 

Latest data on retail prices do not yet reflect these 
declines. After falling for five months, the BLS consumer 
price index rose slightly in the month ended March 15 to 
169.5 percent of the 1935-39 average. Much of the gain 
was caused by a small increase in food prices, especially 
in meats, although rents, fuel, electricity and refrigera- 
tion, and miscellaneous goods and services also rose 
fractionally. Decreases occurred in apparel and house- 
furnishings. The March 15 index was only 1.6 percent 
higher than the March 15, 1948, figure of 166.9. 


Credit Controls Relaxed Again 


The Federal Reserve Board has again lowered down- © 
payment requirements and lengthened the time limit in 
installment buying. Effective April 27, installment pay- 
ments may be spread over 24 months instead of over 21 
months, and the required down payment will be lowered 
from 15 percent to 10 percent. Automobiles remain the 
single exception, with a down payment of one-third still 
required. 

In addition, the FRB has lowered the reserve require- 
ments of member banks. Effective May 5, central reserve 
city banks (in New York and Chicago) will be required 
to hold a 24 percent reserve against checking accounts 
instead of 26 percent, and reserves of 7 percent against 
savings deposits instead of 7/4 percent. Reserve require- 
ments for other member banks have also been lowered. It 
is estimated that, as a result of the changed requirements, 
an additional $1.2 billion will be made available to 7,000 
banks for lending or investment purposes. 


Some Export Controls Removed 


The Department of Commerce has announced removal 
of controls on more than 500 different export items, which 
may now be exported to any other country without an ex- 
port license. The OIT points out that the released items 
are those which are no longer in short supply in the 
United States and have no military, and little industrial, 
potential. It is somewhat doubtful whether the action will 
boost United States exports by any substantial amount, 
because most countries have pared non-essential imports 
from this country to the bone in an effort to conserve 
dollars. 


Labor Situation Improves Slightly 


The employment situation changed very little in April, 
with employment up and unemployment down somewhat. 
The entire gain for the month occurred in farm employ- 
ment, which experienced a seasonal upturn. Nonfarm 
employment dropped a little. In releasing data for the 
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month (shown below in thousands of workers), the Census 
Bureau pointed out that the rise in employment was 
below the usual seasonal advance. 


March April 

1949 1949 1948 
Civilian labor force............ 60 ,835 60,814 60,524 
57,819 57 ,647 58 ,330 
Nonagricultural............. 49 ,999 50,254 50 ,883 
Unemployment............... 3,016 3,167 2,193 


Inventories Level Off 


The first substantial decrease in manufacturers’ in- 
ventories since the end of the war occurred in March, 
as stocks dropped $300 million from the February level 
to a total of $31.7 billion. Most of the decline, according 
to the Department of Commerce, reflects price decreases, 
with little change in physical volume. 

This fall in manufacturers’ inventories shows the usual 
lag behind the decline in sales. As noted in an article in 
the April Survey of Current Business, manufacturers’ 
stocks normally lag about six months behind sales. Analyz- 
ing current trends in nonfarm inventories, this article 
shows that the rapid increase of inventories in the last 
two years proves not to have been excessive in relation 
to sales. In fact, the inventory-sales ratio has been lower 
since the war than it was in prewar years. (See chart.) 

Manufacturers’ sales in March increased $1.3 billion 
over February to a total of $17.7 billion. Adjusted for the 
longer work month, there was little change. The increase 


of more than $600 million in durable goods which raised © 


sales to $7.6 billion was entirely seasonal. Nondurable 
goods sales were also up $600 million, to $10.1 billion but, 
when seasonally adjusted, were down slightly from 
February. 


Individual Savings Up in 1948 


According to the Securities and Exchange Commission, 
individual savings rose slightly, from $35.0 billion in 1947 
to $35.3 billion in 1948. In analyzing the shifts in types 
of savings, the SEC points out that there has been a large 


RATIOS OF INVENTORIES TO MONTHLY SALES 
RATIO IN MANUFACTURING 
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Source: U. S. Department of Commerce. 


increase in nonliquid holdings, such as houses and cop. 
sumers’ durable goods. Additions to liquid savings, on the 
other hand, fell from $8.3 billion in 1947 to $4.9 Dillion 
in 1948, entirely because of changes in currency holdings 
and bank deposits. Part of this decline in liquid savings 
is attributed by the SEC to increased inventories held 
on farms and by unincorporated businesses. 


Corporate Working Capital Increases 


According to the SEC, an increase of $4.2 billion jg 
corporate working capital during 1948 raised the total to 
$64.8 billion at the end of the year. The rise occurred 
in the first nine months of the year; working capital de. 
clined $600 million in the last quarter, mainly because of 
an increase in current liabilities. At the end of the year, 
nearly all of the addition to working capital showed up 
in inventories and receivables. An estimated $17.2 billion 
was invested in new facilities and equipment, about one- 
third of which was financed from funds obtained from 
long-term borrowing and new stock issues and the re 
mainder from corporate reserves for depreciation and 
undistributed profits. 


ECA Progresses 


With the completion of the first year of ECA at the 
end of March, numerous improvements in Western 
Europe are cited by Paul. Hoffman, ECA head. Industrial 
production was near the prewar figure and, excluding 
western Germany, exceeded the prewar level by 14 per- 
cent. Steel continues to set a fast pace with an output of 
40 million metric tons (44 million U. S. short tons) in 
1948, 30 percent more than in 1947. Fuel remains a press- 
ing problem but the supply is improving and exports of 
coal to ERP countries in 1949 are expected to be less than 
half of what they were in 1947. Textile yarn output has 
nearly reached the prewar level and was 17 percent 
greater in the fourth quarter of 1948 than in the similar 
quarter of 1947. Exports were up 21 percent in 1948 over 
1947, and all but three countries have cut their trade 
deficits. Agricultural production is rising, with 1948 out- 
put about equal to prewar. Prospects for financial and 
monetary stability continue to improve. It is also noted 
by the ECA that transportation is improving rapidly. Mr. 
Hoffman indicated, however, that much remains to be 
done. For instance, agriculture still is not providing suffi- 
cient foodstuffs, mainly because of larger and growing 
populations. Moreover, in many cases, prewar production 
was not sufficient to support even a moderately high level 
of living. 


Profits Generally Higher 


A study by the Wall Street Journal of nearly 200 firms 
shows that profits in the first quarter of 1949 were still 
rising and were more than 20 percent higher than in the 
first quarter of 1948. Such industries as iron and steel, 
automobiles, mining and metals, machinery and tool mak- 
ing, railway equipment, and chemicals all showed greater 
than average increases in profits; iron and steel profits 
were 124 percent over the first quarter of 1948. Aircraft 
manufacturing companies and airlines were able to show 
a profit this year, whereas in 1948 they incurred losses. 
In some industries, such as building materials, distilling, 
electrical equipment and radios, petroleum products, pulp 
and paper, textiles, and soaps and edible oils, profits were 
off from 1948, with declines ranging from 7 percent for 
electrical goods to 37 percent for textiles. 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Casporation Directors 


The composition, functions, and legal obligations of a 

corporate board of directors are discussed in a new book 
by Percival E. Jackson, What Every Corporation Director 
Should Know (The William-Frederick Press, New York, 
$3.50). Not only corporation directors, but present and 
prospective stockholders should find the book both inter- 
esting and informative. After describing the organization, 
powers, and procedures of a board of directors, the author 
exposes the “pitfalls” of directorship, its legal duties, 
disabilities, and liabilities. The law requires that directors 
give to their jobs reasonably diligent attention and the 
same skill and judgment as to their own affairs. Jackson 
especially deplores the inactive, “dummy” director whom 
he regards as a contradiction of the board’s basic function 
of looking out for the stockholders’ interests. 


New Paper Process 


The first factories in the country for the production 
of paper from straw are being planned by the Kinsley 
Chemical Company of Cleveland, Ohio, discoverers of a 
secret chemical which for the first time makes it eco- 
nomical to use straw as a paper base. Three of the four 
mills proposed will use wheat silk, and the other, the 
residue of sugar cane, as the straw base. The company 
plans to produce newsprint in two of the mills and 
specialty papers in the other two. Because of less expen- 
sive equipment, smaller power requirements, and cheaper 
raw materials, the new straw-base paper will cost sub- 
stantially less than wood-pulp paper and should help 
prevent further excessive use of the nation’s depleted 
forests. 


Farm Machinery 


In their recently published book, Machines for the 
Farm, Ranch, and Plantation (McGraw-Hill), Arthur W. 
Turner and E. J. Johnson give machinery much of the 
credit for the last decade’s increased food production. 
From 1940 to 1948 the average expenditure per farm for 
farm power and machines increased by more than 150 
percent, This growing use of machinery has allowed the 
size of the nation’s farms to expand despite a downward 
trend in farm population. Mechanized agriculture de- 
mands proper care and maintenance information, and the 
aim of this book is to suggest procedures and methods and 
provide information of value not only to established farm- 
ers, but to dealers and service men for farm machinery. 


Latin American Exchange 


The Office of International Trade of the United States 
Department of Commerce recently issued a pamphlet on 
the current exchange situation in thirteen Latin American 
countries. The summary is designed to provide United 
States exporters with up-to-date information on Latin 
American exchange matters such as exchange permits, 
exchange control regulations, balance of payments, and 
tariff rates as they relate to foreign exchange. The 
pamphlet, “Latin American Exchange Situation,” covers 
Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, 
Ecuador, Guatemala, Mexico, Nicaragua, Paraguay, Peru, 
and Uruguay. 


School Enrollment Forecasts 


A recent report of the Bureau of the Census, Fore- 
casts of Population and School Enrollment in the United 
States: 1948 to 1960, predicts that enrollments in our ele- 
mentary and high schools will increase steadily, at least 
until 1958, when more than 34 million children will be 
enrolled, 10 million more than in 1947. The peak enroll- 
ment for elementary schools is expected in 1957, when 
there will be 46 percent more students than in 1947. As 
shown in the chart, enrollments in the first through fourth 
grades are expected to hit their peak a year earlier. It 
should be remembered, however, that these Census pro- 
jections are conservative and assume a fairly rapid de- 
cline in birth rates to the levels projected in earlier 
forecasts. If birth rates continue at anything like their 
present levels, the early grades may not decline as sharply 
as predicted, and total elementary school registration may 
continue to go up after 1960. High school enrollments are 
expected to decline slightly until 1951 and then increase 
rapidly through 1960, when there will be 29 percent more 
students than in 1947, These predictions will be useful in 
planning the expansion of school facilities, a task of 
immediate importance. Since each grade in turn will bear 
the burden of increased numbers, expanded facilities must 
emphasize flexible accommodations that may be used 
from grade to grade. 


PROJECTED ENROLLMENT IN ELEMENTARY 
AND HIGH SCHOOLS 
NUMBER ENROLLED IN THOUSANDS 


TO FOURTH GRADESN_ 
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1950 1952 1954 (956 1958 1960 
Source: Bureau of the Census. 
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Illinois Manufacturers Directory 


_ The 1949 Illinois Manufacturers Directory, the first 
since 1941, has been published by the Manufacturers’ 
News, 55 West Wacker Drive, Chicago. The new edition, 
priced at $20, lists the Illinois manufacturers, their top 
executives, products, number of employees, and net worth. 
The directory is indexed both by type of product and 
by cities. + 
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EASING OF THE MONEY MARKET 


R. M. NOLEN, Associate Professor of Economics 


The demand for funds for financing corporations, 
agriculture, housing, other businesses, and consumers 
reached an all-time high in 1948. Gross private domestic 
investment was approximately $40 billion in 1948 as com- 
pared with $30 billion in 1947. To meet this demand for 
funds private business retained a large portion of earn- 
ings, personal savings increased rapidly, and bank loans 
to business expanded by nearly $6 billion. As a result of 
this unusually large demand for funds, and the attempts 
of the Federal Reserve authorities to check bank credit 
expansion, interest rates firmed in 1948. 

In the last quarter of 1948 and the first quarter of 
1949 the demand for investment money turned downward. 
At the same time personal savings have reached and main- 
tained a postwar high. In addition, the Federal Reserve 
Board has been relaxing credit control. All these facts 
indicate an easing of the money market in 1949. 


How Business Financed Record Investment 


Chart 1 shows that corporate business required close to 
$27 billion in new funds in 1948; that amount was more 
than twice the expenditure for capital in 1929. Outlays 
for plant and equipment were over $17 billion in 1948 as 
compared with $15 billion in 1947, Public utilities and 
railroads accounted for the greatest increase in new fixed 
assets. This was one of the reasons for the large rise in 
bond flotations in 1948. Backlog demands for producers’ 
durable equipment were generally heavy, but material 
shortages slowed the supply. 

The increases in corporate inventories shown in the 
chart are book values and include a revaluation element 
arising from price increases. Total business holdings of 
real goods increased by $3 billion in 1948 and were con- 
centrated in retail trade and in manufacturers’ inventories 
of finished goods; most of the increase occurred in the 
first and fourth quarters, retail inventories being the 
most important in the first quarter and those of manu- 
facturers in the fourth. 

The chart shows that, to meet this record demand for 
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funds, corporations were able to finance about three-fifths 
of their total investments in 1948 front”internal funds — 
retained profits, depreciation, and depletion. Corporate 
profits after taxes were $19.7 billion in 1948 as compared 
with $18.1 billion the preceding year. Corporations con- 
tinued a conservative dividend policy and were able to 
retain some $11.3 billion of earnings in their businesses, 
in addition to a depreciation figure of $5 billion. 

These internal funds had to be supplemented by some 
$10.4 billion from other sources. Corporations in 1948 
obtained $5.7 billions from new issues; $4.5 billion in 
bond flotations (50 percent above 1947) and $1.1 billion 
in stock issues (slightly less than 1947). Bank loans 
accounted for about a billion dollars in 1948; the remain- 
ing $3.7 billion came from current liabilities, government 
securities, and Federal income tax liabilities. 

In addition to corporate investment, the demand for 
funds by other businesses reached new highs in 1948, 
Chart 2 shows that bank loans, mortgage credit, and con- 
sumer credit moved steadily upward from 1946 through 
1948. Bank loans for commercial, industrial, and agricul- 
tural use increased $5 billion in 1948 as compares with 
$7 billion in 1947 and $13 billion in 1946. 

Residential construction reached a high rate in the 
latter part of 1947, continued at the same level through 
the first three quarters of 1948, but declined in the last 
quarter. Urban real estate mortgage debt increased by 
about $6.7 billion in 1948, as compared with increases of 
$5.5 billion in 1947 and $4 billion in 1946. Noncorporate 
businesses and other enterprises invested close to 4 
billion in plant, equipment, and inventories. 

Consumer credit declined during the war years, but has 
risen since VJ-Day from $6 billion to over $15 billion. 
Total consumer credit outstanding increased $2.5 billion 
in 1948, but this was less than the $3.3 billion increase in 
1947. After credit controls were reimposed in mid-Sep- 
tember, the rate of increase was less than half that in the 
corresponding period of 1947. 

Personal savings were high during the war period be- 
cause of rationing and the short supply of goods. As the 
supply of goods again increased savings dropped sharply 
and, as Chart 3 shows, reached an exceptionally low level 
in the spring of 1947. But thereafter the trend was 
reversed and savings increased in both percentage and ab- 
solute terms. The total for 1948 reached about $15 billion 
as compared with $8.8 billion in 1947. But the rate of 
savings in the fourth quarter reached $18.4 billion on an 
annual basis, which was practically double that of the 
first quarter. Early indications are that the high rate of 
saving has been maintained through the early part of 1949. 


Trend in Investment Is Downward 


Government estimates indicate that business outlay for 
new plant and equipment in the second half of 1949 will 
be nearly 15 percent under 1948. At this rate corporate 
needs for funds would be down some $3 billion or more 
in 1949. Corporations were able to finance a $26.5 billion 
expansion in 1948 with only $6.6 billion of outside money. 
With a drop of some $3 billion in capital expenditures, 
even less outside funds may be needed in 1949. 

For the past three years a significant feature in busi- 
ness expansion has been the entry of new business firms 
into the field. Purchases by these new firms of plants, 
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Chart 2— POSTWAR TRENDS IN CREDIT 
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equipment, and working inventories have constituted a 
sizable part of total investment spending. The falling off 
in the number of new firms means a decline in investment 
outlays from this source. 

The demand for funds for real estate mortgages may 
be much lower in 1949. The rate of construction shows 
indications of being less than in 1948; the number of old 
houses sold will likely be less, and at lower prices. Loans 
for modernization and maintenance should also be under 
1948. Building costs have turned downward, and the 
lenders in the mortgage field have tightened credit. Total 
urban real estate mortgage credit may be $1.5 to $2 billion 
(25-35 percent) less in 1949 than in 1948. 

A leveling of consumer purchases of durable goods 
was the major factor checking the advance of consumer 
credit. In January, 1949, consumer credit outstanding 
turned down slightly; in February the decline amounted 
to $1 billion, partly seasonal. The Federal Reserve authori- 
ties relaxed consumer credit control on March 7 and 
again in April of this year. The effects of these relaxa- 
tions may not be measurable for some time. With the sale 


Chart 3—-ANNUAL RATES OF PERSONAL SAVINGS 
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of durable goods declining, the rate of increased consumer 
credit probably will be much slower. 

The Board of Governors of the Federal Reserve Sys- 
tem reported on April 13 that 12 straight weeks of de- 
cline had brought commercial, industrial, and agricultural 
loans at member banks down more than $1 billion, as 
compared with a drop of $648 million in the first five 
months of 1948. 

Governmental policies in 1948 were directed toward 
reducing inflation. Interest rates on short-term govern- 
ment securities were raised, along with rediscount rates; 
and reserve requirements of member banks were raised. 
Although the effectiveness of these measures was some- 
what reduced by the Federal Reserve policy of purchasing 
government bonds, interest rates were firmer in 1948 than 
in 1947. The average rates charged on short-term loans 
to business by banks in selected cities in the United States 
increased from 2.1 percent in 1947 to 2.5 percent in 1948. 
Corporate bond prices averaged lower for the year 1948 
and yields rose from an average of 2.9 percent in 1947 to 
3.1 percent in 1948, but in the first two months of 1949 the 
average dropped back to 3.0 percent. 

The Federal Reserve emergency bank reserve re- 
quirements imposed last September were partially relaxed 
May 2, 1949, freeing more than one billion dollars in re- 
serves. If the emergency requirements are not extended 
beyond June 30, 1949, the banks will be in a position to 
extend another billion or more in credit after that date. 

Thus, while demand for investment funds by private 
business is expected to be. at least several billion dollars 
less in 1949, the supply of funds seeking investment 
probably will be larger. Personal savings, if continued 
at the rate of the last half of 1948, would be several 
billion more in 1949 than the $15 billion saved in 1948. 

This analysis indicates that the supply of funds seek- 
ing investment may be several billion dollars greater than 
the demand by private business in 1948. To the extent 
that local, state, and Federal governmental units use these 
funds, they will partly offset the decline on private ac- 
count. To the extent that the accumulated funds are not 
used for new private or public investment, they will seek 
outlets and may tend to push interest rates lower on new 
securities, or to bid up the price of existing stocks and 
bonds on the market. This easing of the interest rate is 
not likely to cause a business recession; on the contrary, 
it should encourage greater investment in both the private 
and the public fields. 


Outlook by Analogy 
(Continued from page 2) 


ness decline. This much is almost a matter of definition. 
But superficial likenesses are merely the decoys that lure 
the unwary. The differences may be concealed, but their 
importance is unaffected by lack of perception. 

It is true that we rely on the past for an understanding 
of the processes by which economic change takes place. 
Analogies often provide hypotheses or clues that prove 
valid on further analysis. For any of them to be more 
than a clue, however, it must fit into the unfolding pat- 
tern of real events. The future flows not from the past 
but from the present, not from any repetition of previous 
experiences but from the forces currently making for 
change. Considering that inventory liquidation is ap- 
proaching a peak, those forces appear definitely favor- 
able today. 
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LOCAL ILLINOIS DEVELOPMENTS 


Illinois business activity strengthened in March, after 
widespread declines in February. Electric power produc- 
tion, building permits, and farm prices rose. On the other 
hand, there was continued weakness in employment and 
payrolls in manufacturing establishments. The major de- 
cline in coal production was due primarily to the miners’ 
holiday. While price reductions spread, business activity 
was still close to the very high levels of a year ago. 


Retail Sales 


March retail sales in Chicago were up 18 percent from 
the previous month but were slightly below the same 
month in 1948, according to Bureau of the Census figures. 
Compared with March, 1948, largest declines were shown 
in the apparel group, in which sales were down more 
than 13 percent. On the other hand, gains of more than 
8 percent were shown by the automotive and furniture- 
household-radio groups and by stationery stores. Total 
retail sales in the first three months of 1949 fell 2 per- 
cent below the same period in 1948. This was a small 
decline considering the lateness of Easter this year. 

Department store sales for Illinois advanced season- 
ally in March but for the third consecutive time fell below 
the level of the corresponding month in 1948. The only 
city to show a gain as compared with last year was Joliet. 


Prices 


From the middle of 1947 to the fall of 1948 farm 
prices in Illinois had been above the average for the 
nation as a whole. (See chart.) However, since farm 
prices started their downward trend in October, 1948, 
Illinois farm prices have decreased at a faster rate and 
are now below the national average. In February, 1949, 
Illinois farm prices were down almost to the 1946 level. 
The parity ratios (prices received divided by prices paid) 
have been following a similar pattern, showing approxi- 
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mately the same margin between the Illinois and the 
national average. 

Reversing a steady, five-month decline, the consumers 
price index for Chicago advanced 0.9 percent between 
mid-February and mid-March. The major part of this in. 
crease was due to a 1.6 percent rise in retail food prices, 
which had previously been declining for six months, De. 
creases of 4.4 and 3.6 percent in the fats and oils and 
dairy products groups, respectively, were more than off. 
set by a 6.1 percent gain in the meats, poultry, and fish 
group. Compared with March of last year the food price 
index was up almost 1 percent. Food prices in Peoria 
and Springfield also increased, rising 1.4 percent in 
Peoria and 0.7 percent in Springfield. 


Construction 


Total building permit valuation showed a large sea- 
sonal gain in March and was almost 25 percent above 
the same month of 1948. The major part of this latter gain 
was due to the combined 3.2 million dollar increase in 
permit valuation for Chicago and East St. Louis. Elgin 
and Belleville were the only cities which did not show 
a gain over the previous month. 

According to the Chicago Association of Commerce, 
March expenditures for plant outlay by 40 companies in 
the Chicago industrial area totaled $11,079,000, a decrease 
of 9.7 percent from the same month of last year. Expendi- 
tures for plant outlay in the first three months of this year 
totaled $27,636,000, considerably below the $39,926,000 
total for the first quarter of 1948. 

The Granite City Steel Company announced that plans 
have been approved for a fourth open-hearth furnace, 
to cost an estimated $1,500,000. The new furnace — to be 
completed by the end of November — will add an ad- 
ditional 100,000 to 120,000 ingot tons to the 300,000 ton 
capacity of the three existing furnaces. 

Construction began this month in Mount Vernon ona 
120-bed, four-story, fireproof, $2,000,000 general hospital. 
The Federal and state governments split two-thirds of the 
cost, and it is the first hospital to be approved by Illinois 
under the Federal-state-local plan for sharing costs. 


Labor 


According to the Illinois State Department of Labor, 
unemployment in Chicago and suburbs rose for the second 
consecutive bimonthly period, increasing from 90,000 in 
mid-January to 124,000 in mid-March. Electrical and non- 
electrical machinery, food processing, printing, and fab- 
ricated metals led the manufacturing industries in layoffs, 
with seasonal factors mainly responsible for a 10,000 drop 
in employment in retail trades and a reduction of 1,50 
workers in construction. On the brighter side, many majot 
employers in Chicago plan to expand their employment 
considerably during the period ending July 15. 

The number of persons applying for unemployment 
insurance in April increased less than seasonally. In the 
last two weeks of the old benefit year, claimants for ut- 
employment insurance were running between 60 and 7) 
percent above the preceding year; but since the change in 
the benefit year (April 1, 1949) claimants were running 
at only about 50 percent above last year. The “change in 
the benefit year” occurs on April 1, beginning jobless in- 
surance on the basis of wages earned in 1948. 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 
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INDEXES OF BUSINESS ACTIVITY 
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